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| RS IssuesAdditional Pension Protection Act of 2006
Guidance and I ntroduces Web Page

Notice2007-7, released on January 10, 2007, provides guidance, intheform of questionsand
answerson eight different provisions of the Pension Protection Act of 2006 (PPA) asenacted on
August 17, 2006, that are effectivein 2007 or earlier. The provisionsof PPA addressed inthisnotice,
whichareprimarily related to distributions, pertain to:

I nterest rate assumptionsfor lump sumdistributions,

Hardship distributions,

Early distributionsto public safety employees,

Rolloversfor nonspouse beneficiaries,

Digtributionsto pay for accident or healthinsurancefor public safety officers,
Vesting of nonelectivecontributions,

Thenoticeand consent period for distributions, and

Distributionsfrom IRAsto charitable organizations.

Toassist our usersin navigating the many provisionsof the PPA, we have devel oped anew web page
devoted specifically to the new law and concomitant guidanceissued by the IRS. The new page
features

The Pension Protection Act of 2006,
Summary and Bill Information,
Technica Explanation of H.R. 4 prepared by the Joint Committee on Taxation,

Fact Sheet: The PPA: Ensuring Greater Retirement Security for American Workers,
President Bush SignsH.R. 4, the PPA,
Chart of PPA provisionsand effective dates,
DOL web page onthe PPA,

Archiveof newdetter articles,

Published guidance, and

Other information.

Visit the Retirement Plans Community PPA web pagefor
additional resourceson the Pension Protection Act of
2006. m



http://www.irs.gov/retirement/article/0%2C%2Cid=165131%2C00.html
http://www.irs.gov/pub/irs-drop/n-07-07.pdf
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Use of Electronic Mediafor Providing Employee Benefit
Notices and Making Employee Benefit Elections and
Consents

Final regulationshave been issued setting forth standardsfor el ectronic systemsthat make use
of an electronic medium to provide noticesto recipients, or make participant electionsor
consents, with respect to retirement plans, employee benefit arrangements, or individua retirement
plans. Generadly, theseregulations apply to applicablenotices provided, and participant elections
made, on or after January 1, 2007.

Note: Thesefinal regulationsreflect the applicable provisions of the Electronic Sgnatures
in Global and National Commerce Act (E-SIGN), Public Law 106229, asit relates to the
electronic delivery of notices. E-SIGN generally providesthat electronic records and
signatures are given the same legal effect astheir paper counterparts.

Theseregulationsapply to any notice, election, or smilar communication provided to or made by
aparticipant/individua or beneficiary inthefollowing:

e asection401(a) plan;

e asection403(a) plan;

e asection403(b) plan;

o asmplified employee pension (SEP) under section 408(K);
e aSIMPLE plan under section 408(p);

o andigiblegovernmental plan under section457(b); and

e anindividud retirement plan, including aRoth IRA under section 408A or adeemed
IRA under section 408(q).

Under E-SIGN, before the required information can be provided or madeavailableeectronicaly,
aparticipant must first affirmatively consent to receive theinformation eectronicaly andthe
consent must bemadein amanner that reasonably demonstratesthe participant’sability to access
theinformationindectronicform.

Prior to consenting, the participant must recel ve adisclosure statement that outlines:

 thehardware or softwarerequirementsfor accessto, and retention of, the electronic
records;

e thescopeof the consent;

o theparticipant’sright towithdraw hisor her consent to receivethecommunication
electronicaly (including any conditions, consequences, or feesinthe event of the
withdrawa); and

« theright to receivethecommunication using paper and any feesimposed for receiving
paper.

Theéelectronic system used to provide anotice or to make an el ection must be reasonably
designedto:

h Ihl 1L}
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http://a257.g.akamaitech.net/7/257/2422/01jan20061800/edocket.access.gpo.gov/2006/pdf/E6-17528.pdf
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 providetheinformationinamanner no lessunderstandablethanif providedona
written paper document and

« derttherecipient, at thetimethe applicablenoticeisprovided, to the significance of
theinformation inthe notice (including theidentification of the subject matter of the
notice), and provide any instructions needed to accessthe notice, inamanner that is
asreadily understandable and accessible asif provided using awritten paper
document.

If an el ectronic record of an applicablenotice or aparticipant electionisnot maintained inaform
that iscapable of being retained and accurately reproduced for later reference, thenthelegd
effect, validity, or enforceability of such electronic record may bedenied.

Two methods are permitted to provide an applicabl e notice to arecipient through the use of an
eectronicmedium:

1. Usingan e ectronic medium after the reci pient consentsto the e ectronic ddivery of the
notice (the consumer consent method).

2. Using electronic systemsthat satisfy the standardsin the 2000 regul ations (the alternative
method). m

Setting Up IRA Accountsfor Plan Participants

Customershavebrought to our attention thefollowingissues:

1. Plansponsorswonder how to set up IRAsfor automatic rolloversof participants
accounts pursuant to 8 657 of EGTRRA.

Note: Section 657 of EGTRRA amended the Code to require that mandatory distributions
of more than $1,000 from a qualified plan be paid in a direct rollover to an IRA.

2. Plan sponsorg/adminigtrators of terminated planshave been told that they cannot set up
IRAsfor theaccount balances of missing participants.

These plan sponsors/administrators have encountered banksthat will not establish IRAswithout
the participant’ ssignatureindicating that they arefollowing therulesof the Customer I dentification
Program (CIP) of the USA Patriot Act (PL. 107-56). Thefederal agenciesthat drafted these
regulationshaveissued frequently asked guestions (FAQs) regarding the application of the CIP
rules. Question 4 of the FAQsprovidesrdlief for planscomplying with theautomatic rollover rules
andfor terminating plans.

FAQ#4 provides, in part:

Thus, in light of the requirements imposed on the plan administrator under EGTRRA, as
well as the requirementsin connection with plan terminations, the former employee will
not be deemed to have “ opened a new account” for purposes of the CIP rule until he or
she contacts the bank to assert an ownership interest over the funds, at which time a
bank will be required to implement its CIP with respect to the former employee.

Thisinterpretation applies only to (1) transfers of funds as required under section 657(c)
of EGTRRA, and (2) transfers to banks by administrators of terminated plansin the
name of participants that they have been unable to locate, or who have been notified of
termination but have not responded, and should not be construed to apply to any other
transfer of funds that may constitute opening an account. m


http://www.occ.treas.gov/10.pdf
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Critical FewPoints...By Director, EP Examinations

Inthelast issueof thisnewdetter, | explained thethree* Critical Few” prioritiesfor thisfiscal year.
Theseitemsexplainthe prioritiesand goal s of the Examination Program. To recap, thethreeitems
ae

o Expand Compliance Contacts
e Research and Analysis
» Focused Examinations

Researchand Analysisishighlightedinred asl would liketo addressthisitemin detail andinform
you asto theimportance of thispriority.

Research and Analysisprovides usthe opportunity to select the most appropriate returnsfor
examination potential . We hopeto no longer waste our timeand effortson returnsthat havelittle
or no problemsor issues. For those of you that have awell-administered plan, performinternal
auditsof your plan and trust, and correct any mistakeswhen discovered, the chancesthat wewill
come knocking on your door areless.

To select themost gppropriate returns, we have established two groupsto assist usinwhich
returns should be sdected. Thefirst groupisthe DataAnaysisUnit, or DAU. TheDAU was
formed to support EP(and all other Tax Exempt and Government Entities[ TE/GE] areas)
complianceactivitiesby providing dataandysiswhichwill ultimately impact strategic planning,
workforce processes and examination case sel ection. Thisgroup iscomprised of economists,
statisticians, mathematical statisticiansand operationsresearch anaysts. All of thememberswere
hired from outside the Servicefrom various parts of the country. All hold degreesintheir
professionsand have ahost of experiencein variousareasof dataanalysis.

Oneof theeight Operating Prioritiesoutlined inthe EY 2007 Employee PlansWork Planin
support of these goalsisto “Refine Compliance Risk Assessment/M ar ket Segment
Analysisand Begin Classifying Examinations Based on thisData.” The DAU iscurrently
analyzing thisprogram. The approach seeksto understand plan features, mgjor issuesfrom closed
cases, and other common trends by plantype acrossall business sectors.

The spectrum of skillsrepresented inthe DAU can be applied to avariety of topics, aspects, and
problemsthroughout Employee Plans. The DAU ishereto provide specific client solutions. Some
of the productsthe DAU hasdeveloped include:

o Studiesto understand the overall picture of segmentswithinthe TE/GE universe.
 |dentification of areasof potential noncompliance.

« Creation of electronic monitoring tools.

» Datasystem process consultancy.

The second group isthe Employee Plans Compliance Unit, or EPCU. Thisgroup hasbeen
discussed in prior articles. Nonetheless, | will giveyou abrief description of thegroup and the
projectsthat are currently open.


http://www.irs.gov/pub/irs-tege/epwrkpln_07.pdf

EPCU cons stsof employeeshired from within the Service and arelocated throughout the country.
ThisUnit focuseson some of themost high profile projectsaffecting EP. Some of the projects
EPCU addressesfreesup resourcesin our Classification Unit which will beredirected toimprove
our inventory selection techniques. Inaddition, theUnit will investigate new waysof using available
dataand anaytica techniques.

Thedataanaysi s performed by the EPCU mainly focusesaround the eval uation and sel ection of
EPCU projects. TheUnit hasaComputer Research Analyst who usesavariety of interna and
externa datasourcesto determineareasof potentia noncompliance. The EPCU eva uatesresults
based on datawhich falls outside norma standards. Some exampleswould include:

e ldentification of reported fraud from analysis of the Form 5500.
e Analysisof Form 5330 dataon prohibited transactionsfor 401(k) plans.

e Analyssof party-in-interest transactionsthrough coordination with the Department
of Labor,

e Other amilar dtuationswhich arepossibleviolationsof pensonlaw.

Assuggestionsfor potentia project activitiesareforwarded tothe Unit, aninitid anaysisis
performed to determinewhether the suggestion has potential, and wherein the organization (i.e.,
EPCU, field examination, CE& O) it isbest to address compliance.

Two of the seven projectscurrently openinthe EPCU are:

« Minimum Funding Deficiency Project - The EPCU continuesto devote resourcesto defined
benefit and defined contribution planswhich have areported minimum funding deficiency.
Plans subject to the minimum funding requirement, as specified in section 412, must report
whether the funding requirement hasbeen met for the plan year. The EPCU issuesa
complianceletter to plan sponsorsto determineif the reported funding deficiency was
corrected, including thefiling of aForm 5330 and payment of the excisetax.

e 403(b) Universal Availability Project - School Districtsare being contacted to determineif they
arein compliancewith the nondiscrimination provisionsof | RC section 403(b)(12)(A)(ii), also
known asthe*“universa availability” requirement. A questionnaireisincluded withthe
complianceletter toidentify if their employeesare provided the opportunity to participatein the
school district’s403(b) plan. Thisisthe newest project started by the EPCU.

Two of several new projectsthisfiscal year include:

o« SIMPLEIRA PlanRelief Project - In 2006 the Serviceissued nearly 200,000 lettersto
sponsorsof SIMPLE IRA plans. Thisletter offered relief to thosewho werenot in compliance
withthe applicableprovisonsof EGTRRA. The EPCU will conduct afollow-up onasample
of the 200,000 to verify compliancewiththetermsof thisrelief letter.

e 5498 Project - Many taxpayers have contributed to IRAsand/or haverolled over fundsinto
IRAs. TheUnitwill look into whether these arrangementsand rel ated transactionswere
handled in accordance with thelaw.



Inthelast edition of thisnewdletter, | also briefly mentioned the LESE project. Theacronym
represents.

L earn- Learn al we can about the general and specific complianceissues.

Education - Tell the membersof thetargeted popul ation what welearned and what we expect
them to doto correct through outreach initiatives and soft contact noticesissued from the EPCU.

Sdf-Correct - Givethat specific population the opportunity to make correction viaEPCRS.
Correction aternativeswould be outlined through outreachinitiatives (Speeches, publications,
web, etc.) and soft contact notices.

Enforce- Perform follow-up examinationsfor that specific population taking afirm positionon
those who have not corrected.

Toidentify issuesof interest wewill consider availableinformation from agents, referrals, media,
determination & Voluntary Correction submissions, outreach, and other sourcesthat will be
compiledfor trendsor potential issues. During thiscurrent fiscal year wewill start eight specific
LESE projectslooking at 50 casesfor each project. We arein the process of evaluating our data
toidentify the best possibleissues/population for our initia project.

Asyou see, weare quite serious about finding theright returnsto target for examination. We offer
many avenuesfor you (outreach, web content, correction programs, etc.) to learn about our
prioritiesand how you can avoid the problemswearefinding and/or correcting the errorsinyour
plan just as soon aspossible. M ake no mistake, our examination programisin full swingandwe
areout tofind those plansnot in compliance. m

Product Profile - Payroll Deduction I|RAs for
Small Businesses

Want to help your employeessavefor retirement but don’t want the
responsibility of an employeebenefit plan? Think about a Payroll
Deduction | RA program.

ThelRSand U.S. Department of Labor’s Employee Benefits Security
Adminigtration (EBSA) havejointly issued apublication to provide you with
additional information on Payroll Deduction IRAS. Thispublicationisso hot off the

for Small
Ll T ressesthat it doesn' t even have apublication number yet. Payroll Deduction

{ |RAsfor Small Businessesisaplain-language publication that providesyou with

basi cinformation on establishing and operating aPayroll Deduction IRA program
for your employees. In addition, it providesadditional resourcesfor your useif you
need morein-depthinformation.

Thepublication, aswell asadditiona information on Payr oll Deduction IRAS,
can befound on the Retirement Plans Community web page and the EBSA web
site. Copiesof the publication can beordered by calling either (800) 829-3676
(IRSwill not have hard copiesavailable until mid-March) or (866) 444-3272
(EBSA). Bothnumbersaretoll-free.m



http://www.irs.gov/retirement/sponsor/article/0%2C%2Cid=139827%2C00.html
http://www.dol.gov/ebsa/pdf/PayrollDedIRAs.pdf
http://www.dol.gov/ebsa/pdf/PayrollDedIRAs.pdf
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TheFixIsIn: Common Plan Mistakes

In eachissue of the Retirement Newsfor Employers, we present acommon mistake that occursin
retirement plans. We describethe problem, how it happened, how tofix it and how to lessen the
probability of the problem happening again. Inthisedition, instead of tackling asingleissue, wewill
focusonthe* Self-Correction Program (SCP).”

Self-Correction Program (SCP)

SCP, apart of the Employee Plans Compliance Resolution System (EPCRYS), isacorrection
program for resolving operationa failureswithout any disclosure or payment of feesto the Service.
If an operationa failure doesnot meet theeigibility requirementsof SCP, then the Voluntary

Correction Program (V CP) isthe only other option to use EPCRS. TheV CP program requiresfull

How to Subscribe to
Retirement News for
Employers

The Retirement News for
Employersisissued only
through IRS e-mail. For your
free subscription, please go
to the Retirement Plans
Community web page and
subscribe online by selecting
“Newsletters’ under
“Retirement Plans
Community Topics.” All
editions of the Retirement
News for Employers are
archived there.

For your convenience, we
haveincluded Internet links
to referenced materials
throughout the Retirement
News for Employers.
Theselinksareidentified by
blue and underlined text. m

disclosure of theerror, correction, and payment of acompliancefeeto the Service.
SCP can be used to resolve significant and insignificant viol ationsand can even be
used to resolveinsgnificant operational failuresdiscovered during an audit by the
Service. Itisimportant to notethat, for SEPsand SIMPLE-IRA plans, SCPis

availableonly toinggnificant failures.
Eligibility Requirements for Using SCP

Correctionunder SCPtofix asignificant violationisavailablefor only alimited
period of time. Generaly, thisperiodistwo plan yearsfollowing theplanyear in
whichthe operational failure occurred. For example, if aplan’svesting
requirementswereviolated in aplan year ending December 31, 2004, the self-
correction period for significant violationswould end on December 31, 2006.

Therearetwo exceptionsto theaboverule. Thefirst appliesto significant failures
related to transferred assetsfrom another plan or the assumption of aplan duetoa
corporate merger, acquisition, or similar businesstransaction. SCPallowssuch
failureto be corrected up to thelast day of the plan year that begins after the
corporate merger, acquisition, or smilar businesstransaction, evenif thefailure
occurred morethan two plan yearsearlier. The second exception dealswith the
correction of theADPtest and ACPtest. Thetwo-year period for correcting ADP
or ACPtest violationsruns after the close of the 12-month correction period that is
provided by the401(k) and (m) regulations. For example, supposetheADPtestis
failed for the plan year ending December 31, 2004. Theregulatory correction
period ends December 31, 2005. The SCP correction period would run for two
plan years beyond that, ending on December 31, 2007.

Determining if the Violation is Insignificant

Whether aviolationisinsgnificant isdetermined onthe basisof all thefactsand circumstances. The
following factorsare considered in determining whether aviolationisinggnificant:

1. Whether other failures occurred during the period being examined. A particular type of
operational failureaffecting morethan one participant istreasted asonefailure.

2. Thepercentage of plan assetsand contributionsinvolved inthefailure. Thelower the
percentage, themorelikely theviolationisinggnificant. The Servicewill not emphasizethis
factor to exclude small businesses.



http://www.irs.gov/retirement/article/0%2C%2Cid=96907%2C00.html
http://www.irs.gov/ep
http://www.irs.gov/ep
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3. Thenumber of yearsthefailure occurred. Thefewer the number of yearsinvolved, the
morelikdy theviolaionisinggnificant.

4. Thenumber of participants affected relativeto thetotal number of participantsinthe plan.
Thelesser the percentage of participantsaffected; themorelikely theviolationis
inggnificant. Again, the Servicewill not interpret thisfactor inamanner that would exclude
small businesses.

5. Thenumber of participants affected asaresult of the operational failurereativetothe
number of participantswho could have been affected by thefailure. For example, the
number of participantswho received improper vesting upon distribution would be
compared to thetotal number of participantswho received distributionsintherel evant
period.

6. Whether correction wasmadewithin areasonabletime after discovery of thefailure.

7. Why thefailure occurred. Dataerrors, such aserrorsin thetranscription of data, the
transposition of numbersor minor arithmetic errorsaremorelikely to be deemed
inggnificant.

Correction Must be Timely

Correction of sgnificant errors should be completed within areasonabl etime after discovery of
thefailureand, generally, no later than two yearsafter theyear in which theerror occurred. SCP
can aso beused for significant violationsif theerror is* substantialy corrected” by theend of the
two-year period. The Service recognizesthat sometimes complete correction of thefailureisnot
possiblewithin thetwo-year period and SCPrdief should beavailableif correctioniscompleted
within areasonable period of timethereafter. Rev. Proc. 2006-27 defines” substantialy
corrected” and requiresthat the correction meets one of thefollowing tests:

1. Duringthecorrection period, the plan sponsor isreasonably prompt inidentifying the
operationd failure, formulating acorrection method, and initiating correctioninamanner
that demonstratesacommitment of completing correction of the operational failureas
expeditioudy aspracticable. The correction must be completed within 90 daysafter the
last day of the correction period.

2. During the correction period, correctioniscompleted for at |east 85 percent of all
participants affected by the operational failureand thereafter, the plan sponsor compl etes
correction of the operational failurewith respect to theremaining affected participantsina
diligent manner.

If correction of asignificant operational failureisnot corrected timely, then SCPisnot availableto
correct thefailure, but VCPis. Remember that insignificant errorscan be corrected at any time.

Availability of Correction by Plan Amendment in SCP

A plan sponsor may use SCPto correct an operational failure by aplan amendment to
conform thetermsof the planto the plan’s prior operationsonly to correct operational
failureslisted in Appendix B to Rev. Proc. 2006-27. Theserelateto violations of the
compensationdallar limit, themaking of hardship distributionswithout authorizing plan
language, and theinclusion of anindigibleemployee.


http://www.irs.gov/pub/irs-drop/rp-06-27.pdf
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Inthe case of any correction of an operationa failurethrough plan amendment under SCP, a
plan sponsor must submit adetermination | etter application, identifying the amendment under
SCPinthecover letter. The determination letter application must be submitted beforethe
end of the plan’ sapplicable remedial amendment period described in Rev. Proc. 2005-66.

Diligent Plan Administration and Prompt Correction is the Best

Policy

Thisarticlehighlightstheimportance of conducting periodic reviewsof the plan’soperation
and prompitly fixing operational failuresafter they are discovered. Thiscan reducethe cost
of correction and may alow the use of the SCPto correct errors. If SCPisused, al steps
taken to compl ete the process should be documented and retained with plan records.
Keepinmindthat, despiteall of your good efforts, mistakes can happen. Inthat case, the
Service can helpyou correct the problem and retain the benefits of your qualified plan. m

The Retirement News for Employerswelcomes
your comments about this issue and/or your
suggestions for future articles.

Send comments/suggestions to:

EP Customer Education & Outreach
SET-EP.CEO

1111 Constitution Avenue, N.W., PE-4C3
Washington, D.C. 20224

or FAX (202) 283-9525

or E-Mail: RetirementPlanComments@ir s.gov

For EPTaxpayer Assistance:

For retirement planstechnical and procedur al
guestions:

Plessecall (877) 829-5500

Or visit the Contact EP/Services section at
WWW.ir sgov/ep.
For questionsrelatingtoretirement income,

IRAS, Roth |RAS, educational |RAs, medical
savingsaccountsand section 125 cafeteria

plans.
Pleasecall (800) 829-1040

For further EmployeePlans| nformation: Goto
WWW.ir sgov/ep. m

Net Gains

Welcome back to Net Gains, the column devoted to providing
youwiththelatest Retir ement Plans Community web page
information. Thisportion of thel RSweb site containsalmost
everything you want to know about retirement plansbut didn’t
know wheretofindit.

New PPA Web Page

Aswe mentionedinthe cover article, werecently introduced a PPA web
page dedicated to the many retirement-rel ated provisionsof the Pension
Protection Act of 2006 (PPA). Check out the pagefor Information onthe

PPA, Newd etter Articles, Published Guidance and more.

New Online Check-up

401(K) Checklist (Pub 4531) isnow availableonline. Thisnew checklist
highlightsthetop 10 complianceissuesoccurring in 401(k) plansandis
designed to bring awareness of theseissuesto plan sponsors. When
viewed online, the401(k) Checklist hastermshyperlinked to take users
to amuch morein-depth discussion of theissue.

Retirement Plans Community Site Map

Need helpfinding atopic?Visit the Retirement Plans Community
SiteM ap which containsalisting of information by topic onthe
Retirement Plans Community web Site. m



http://www.irs.gov/ep
http://www.irs.gov/ep
http://www.irs.gov
http://www.irs.gov/retirement/article/0%2C%2Cid=165131%2C00.html
http://www.irs.gov/retirement/article/0%2C%2Cid=165131%2C00.html
http://www.irs.gov/ep
http://www.irs.gov/retirement/article/0%2C%2Cid=161449%2C00.html
http://www.irs.gov/retirement/article/0%2C%2Cid=161449%2C00.html
http://www.irs.gov/pub/irs-tege/pub4531.pdf
mailto:RetirementPlanComments@irs.gov
http://www.irs.gov/pub/irs-drop/rp-05-66.pdf
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DOL News

The Department of Labor’s Employee Benefits Security Administration (DOL/EBSA) announced
new regul ations and guidancerel ated to implementation of the Pension ProtectionAct (PPA)
DOL/EBSA hasadedicated web pagefor PPA related information including theAct itself, and
regulationsand other guidanceissued by DOL, the Department of the Treasury, and the Pension
Benefit Guaranty Corporation. You can subscribeto DOL/EBSA’sweb site homepage, PPA page
and ComplianceAssistance pagefor notice of updates.

Inherited IRA Regulation and Exemption

On February 15, 2007, DOL/EBSA published in the Federal Register aninterimfinal rule
and proposed classexemption relating to the distribution of individua account benefitsfor
missing nonspouse beneficiariesinterminated plans.

The PPA amended the Internal Revenue Code (IRC) to alow therollover of certain
retirement benefits of adeceased participant into atax-favoredinherited IRA created on
behalf of anonspouse beneficiary. Thenew rule and related proposed class exemption
conformto the PPA by amending existing distribution requirementsfor terminated defined
contribution plans, including abandoned plans, torequirerolloversintoinherited IRAsfor
missing nonspousebeneficiaries.

Whiletheruleiseffective 30 daysafter publicationinthe Federal Register, the publicisinvited to
submit written commentson both theinterim fina rule and the proposed classexemption. Public
commentson therule may be mailed to the Office of Regulationsand I nterpretations, Employee
Benefits Security Administration, Room N5669, U. S. Department of Labor, 200 Constitution
Ave., N.W., Washington, D.C. 20210, or by email to e-ORI @dol.gov or through thefederal e-
rulemaking portal at www.r equlations.gov. Commentson the proposed class exemption may be
mailed to the Office of Exemption Determinationsin Room N5700, by email toe-OED @dol.gov
or through thefederal e-rulemaking web siteabove.

Cross-Trading Satutory Exemption

On February 12, 2007, DOL/EBSA publishedinthe Federal Register aninterim final rule
implementing the statutory exemption under the PPA alowinginvestment managersof plans
governed by the Employee Retirement Income Security Act (ERISA) to execute cross-tradesif
certain conditionsare met. Theinterim rule establishestherequirementsfor thepoliciesand
proceduresinvestment managers must adopt to engagein cross-trades.

Althoughtheruleon cross-trading policiesand proceduresiseffective 60 daysafter publicationin
the Federa Register, the publicisinvited to submit written commentsontheinterimfina rules.
Commentsmay bemailed to the Office of Exemption Determinations, Employee Benefits Security
Administration, Room N5700, U. S. Department of Labor, 200 Constitution Ave., N.W.,
Washington, D.C. 20210, or by email to e-OED @dol.gov or through thefederal e-rulemaking
portal at www.regulations.gov.

| nvestment Advice Satutory Exemption

DOL/EBSA took two actions on the statutory exemption for investment adviceinthe PPA. The
PPA amended ERI SA by adding anew prohibited transaction exemption that allows greater
flexibility for investment advisersto give adviceto participantsof 401(k) plansandindividua
retirement accounts (IRAS).


mailto:e-ORI@dol.gov
mailto:e-OED@dol.gov
http://www.regulations.gov
mailto:e-OED@dol.gov
http://www.regulations.gov
http://www.dol.gov/ebsa/regs/fedreg/final/2007002290.htm
http://www.dol.gov/ebsa/regs/fedreg/notices/2007002606.htm
http://www.dol.gov/ebsa/regs/fedreg/final/2007000597.htm
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On February 2, 2007, DOL/EBSA announced therelease of Field Assistance Bulletin (FAB) 2007-01.
TheFAB cdlarifiesthat past guidancerelating to investment advice, including Interpretive Bulletin 96-1,
Advisory Opinions97-15A, 2001-09A (SunAmericaAdvisory Opinion), and 2005-10A, continueto
represent theviews of DOL/EBSA, and may continueto berelied upon.

TheFAB aso specifically addressesthe standardsfor sal ecting and monitoring afiduciary investment
adviser, both under theinvestment advice exemption of the PPA and moregeneraly. Theguidance
addressesthelevel-feerequirement of the exemption and whether affiliates and employersof personswho
serveasfiduciary advisersare subject to the conditions of the exemption.

On December 4, 2006, DOL/EBSA published in the Federal Register two Requestsfor Information (RFI)
to assst DOL/EBSA inimplementing the exemption relating to 401(k)-type plansand IRAS.

Under the exemption, one of thewaysinwhich investment advicemay begivenisthroughtheuseof an
unbiased computer moddl . The computer model must be certified by anindependent expert under rulesto
be prescribed by DOL/EBSA. The RFI oninvestment advicefor 401(k)-type planssolicited information
toassist DOL/EBSA in determining what expertise and procedures may be needed to qualify an expert to
certify acomputer model under the exemption. The PPA aso requiresDOL/EBSA to issueamodel notice
onfeedisclosuresrelated to advice. Inthisregard, the RFI a so solicited information onthetypesof fee
disclosure materidscurrently used and their usefulnessto participants.

TheRH oninvestment advicefor IRAswill assst DOL/EBSA inassessing thefeas bility of usng computer
modelsto provide adviceto | RA participants. The PPA requires DOL/EBSA to solicit information from at
least thetop 50 IRA trusteesand other entities offering computer model investment advice programs. A
separate copy of the RFI, in addition toits publication in the Federal Register, wasprovided to the entities
soidentified to ensuretheir receipt.

TheRFI oninvestment advicefor 401(k) plansand | RAsisavailable on DOL/EBSA’'s PPA web page.
The comment period closed on January 30 for both RFIs. The commentsalso are posted on the PPA

page.
Individual Benefit Satements and Diversification Notices

On December 20, 2006, DOL/EBSA issued FAB 2006-03 providing guidancereating to individua
benefit statements and notices of freedom to divest employer securities.

The PPA improved theindividual benefit statementsrequired to be provided to participantsand
beneficiariesunder ERISA. Among the new requirementsare morefrequent periodic pens on benefit
statementsand new noticesregarding participant diversification rights. These new requirementsgenerally
areeffectivefor plan yearsbeginning after December 31, 2006.

In an effort to addressinterim interpretive and compliance concerns, pending the adoption of regulations
by DOL/EBSA, the FAB provides DOL/EBSA’sviewson what would constitute good faith compliance
with certain of the new requirements. The FAB specifically providesguidance on form, manner, content,
and timing requirementspertai ning to individua benefit statements. The FAB aso providesguidanceonthe
extent towhich furnishing thefirstindividua benefit statements can satisfy diversfication notice
requirements.

Proposed PPA Revisions to Form 5500 Annual Report for 2008

On December 8, 2006, DOL/EBSA, IRS and PBGC announced pr oposed supplemental revisionsto
the 2008 Form 5500. The proposed revisionsimplement amendmentsto the annua reporting and pension
funding requirementsof ERISA and the | RC enacted aspart of the PPA. The proposal supplementsa
moregeneral revision of the 2008 Form 5500 proposed by the agenciesin July 2006.
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http://www.dol.gov/ebsa/regs/fab_2007-1.html
http://www.dol.gov/ebsa/regs/fedreg/notices/2006020402.htm
http://www.dol.gov/ebsa/regs/fedreg/notices/2006020401.html
http://www.dol.gov/ebsa/pensionreform.html
http://www.dol.gov/ebsa/regs/cmt-Investmentadvice.html]
http://www.dol.gov/ebsa/regs/fab_2006-3.html
http://www.dol.gov/ebsa/regs/fedreg/notices/20061211-t.html
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The supplementa proposa would replace the Schedule B (Actuarid Information) filed
by defined benefit pension planswith separate actuarial schedulesfor multiemployer
plansand singleemployer plans. The supplemental proposal alsowould add
questionsto the Schedule R (Retirement Plan Information) to collect new information
on defined benefit pension plansrequired under the PPA.

Finally, the supplemental proposal would establish the Form 5500-SF, which waspart
of theagencies' July 2006 proposal, asthe simplified report required by PPA for plans
with fewer than 25 participants. These proposed revisionswould be effective for 2008
planyearfilings

The comment period closed on January 10. The commentsare posted on DOL/
EBSA’s PPA page.

Upcoming Compliance Assistance Events

. Voluntary Fiduciary Correction Program Workshops: March 22, 2007 in
Mt. Pleasant, SC

Visit DOL/EBSA’sweb siteat www.dol.gov/ebsa for theregistration brochurefor thisseminar and for
theannouncement of additional seminarsaround thecountry. m
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The Filing Cabinet

Forms- you can't livewith them, you can’t livewithout them. Just likeyou useformswhen running
your business - everything from spreadsheetsto receiptstoinvoices- you aso useformswhen
dedling with aretirement plan.

Revised Products
Sinceour last instal lment, we' re happy to announcethefollowing product revisions:

o Form 5558, Application for Extension of Time To File Certain Employee Plan Returns,
hasfinally been updated to better accommodate thefact that asignatureisnot required to
receive an automatic 2%2-month extension to file the Form 5500 or Form 5500-EZ. There
arenow separate partsto theform that indicate whether filersare requesting an extension for
oneof thepreviousy mentioned annual returnsor the Form 5330 (for whichasignatureisstill
required).

e Publication 575, Pension and Annuity Income, has been revised for usein the preparation
of 2006 individual incometax returns. The pub discussesthetax treatment of distributions
received from pension and annuity plansand explainshow to report theincome onyour
federd incometax return.

Ringing In the New Year

Beforeweget too far into the new year, did you know that the IRS hasrevised itshighly popular
Publication 1518, 2007 IRSTax Calendar for Small Businesses and Self-Employed? The
caendar isfilled with hepful hints, generd tax information and alisting of the most commontax filing
dates. Each month highlightsanew tax tip intended to hel p small businessesduring both thetax filing
season and theentireyear. A copy of the calendar can be ordered by calling (800) TAX-FORM
(829-3676).m
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http://www.dol.gov/ebsa
http://www.irs.gov/pub/irs-pdf/f5558.pdf
http://www.irs.gov/pub/irs-pdf/p575.pdf
http://www.irs.gov/pub/irs-pdf/p1518.pdf
http://www.dol.gov/ebsa/pdf/2008-5500-Schedule-MB.pdf
http://www.dol.gov/ebsa/pdf/2008-5500-Schedule-MB.pdf
http://www.dol.gov/ebsa/pdf/2008-5500-Schedule-SB.pdf
http://www.dol.gov/ebsa/pdf/2008-5500-Schedule-R.pdf
http://www.dol.gov/ebsa/regs/cmt-Proposed5500Revision.htm
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Let’'s Just Take It One Three-Month Period at a Time

Operating aretirement plan can be atime-consuming job. There are deadlines, not just for reportsand

formsbut a so for making contributions. There are conferencesand seminars. Andthenthereis
information you need to giveto participants.

& = contribution/ Soto help you navigate the retirement plan timeline, hereisour month-by-month ook at some of the

distribution important momentsin the monthsto come. Please notethat all of thefiling datesbelow arefor
@ = conference calendar-year plans- adjust the datesfor non-calendar year plans:
E" —fileforms @ February 16: SWBA/IRS Plan Administrative Skills Workshop - Oklahoma City, OK

@ February 23: SWBA/IRS Plan Administrative Skills Workshop - Houston, TX

L:, March 15: Deadlinefor -

Submitting waiver requestsfor the 2006 plan year for singleemployer plans.
Changein funding method requestsfor the 2006 plan year if astatement isattached
detailing the reason for the delay.

@ March 22: EBSA Voluntary Fiduciary Correction Program Workshop - Mt. Pleasant, SC

b April 1: Last day to makerequired minimum distributions- Code section 401(a)(9) requiresthat
distributionsbegin no later than April 1 of the calendar year following thelater of :

The calendar year in which the employee attains age 70 %2 (required for 5% owners) or
The calendar year inwhichtheemployeeretires.

b April 15: First quarterly installment due date for the 2007 plan year.

b April 15: Excesseectivedeferrasand any earningsthereon from the prior year must be
distributed by this date.

& April 17: Deadlineto establish an IRA for possible deductionsin the 2006 calendar year.
For acomprehensivelist of upcoming EP Educational Events, visit theRetir ement Plans Community web

page, select “ Questions: Whereto get Answers’ under the* Plan Sponsor/Employer” web page, and then
“Upcoming EP Educational Events.” m

ﬁﬂ' IRS Department of the Treasury Publication 4278 (2-2007)
Internal Revenue Service Catalog Number 37968B
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Somehelpful retirement tipsfor employeesfromthelRS...

How much can | contributeto my IRA for 20067

e Thelesser of:
0 Your taxable compensation or

0 $4,000 ($5,000if 50 or ol der).

When must | make the contribution?
By April 17, 2007 (April 15 fallson aweekend thisyear).

Ismy contribution deductible?
o IfitistoaRoth IRA —no.
o |fitistoatraditional IRA —maybe.
(See page 31 of the 2006 Form 1040 Instructions)

E|

o>

Seeyour employer or www.ir s.gov/ep for additiona information ontheseitems.

@ IRS Department of the Treasury Publication 4278-B (2-2007)
Internal Revenue Service Catalog Number 47879D
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